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UNCLAS LAGOS 06213 

E. O. 1 1652: NA 
TAGS: EFIN, NI 

SUB J : FY 1977/78 NIGERIAN CAPITAL BUDGET INCREASE 

REF: LAGOS 6177 

1 . FEDERAL COMMISSIONER FOR FINANCE OLULEYE ANNOUNCED MAY 
27 THAT THE FMG WAS INCREASING THIS FISCAL YEAR'S CAPITAL 
EXPENDITURE BUDGET FROM NAIRA 5,500,000,000 TO 7,252,523,320 
BECAUSE OF INFLATION. STATING THAT NO MAJOR "VIABLE' 1 DEVE- 
LOPMENT PROJECT WOULD BE DELAYED BY LACK OF FUNDING, 

OLULEYE SAID THAT FURTHER BUDGET INCREASES WOULD BE FORTH 
COMING IF COSTS CONTINUED TO INCREASE. AT THE SAME TIME 
OLULEYE COMMITTED THE GOVERNMENT TOMAINTAINING FOREIGN 
EXCHANGE RESERVES EQUIVALENT TO CURRENT COST SIX MONTHS 
IMPORTS (RESERVES NOW EQUIVALENT 8 MONTHS IMPOSTS). 

2. CAPITAL BUDGET BREAKDOWN AS GIVEN BY MINISTRY OF 
FINANCE FOLLOWS: 

MANUFACTURING AND CRAFTS NAIRA 1 ,024,870,000 

LAND TRANSPORT 1,368,000,000 
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HOUSING 256,800,000 

TOWN AND CONTRY PLANNING 48,000,000 

COMMUNICATIONS 5 1 4,466,400 

POWER 355,434,000 

SOCIAL DEVELOPMENT AND SPORTS 10,000,000 

POLICE 88,697,000 

DEFENSE 900,413,140 

NOTE THAT ABOVE TOTALS NAIRA 5,922,220,540, NOT NAIRA 
7,252,523,320 ANNOUNCED. INCREASED CAPITAL BUDGETS FOR 
SEVERAL MINISTRIES, INCLUDING THE CAPITAL EXANSIVE MINISTRY 
OF WATER RESOURCES, NOT INCLUDED. ALSO POSSIBLE THAT DATA 
GIVEN IS INCORRECT. WILL FORWARD COMPLETE/MORE ACCURATE 
FIGURES ASAP. 

3. COMMENT: IF ALLEGED FALL IN NIGERIA'S FOREIGN EXCHANGE 
RESERVES IS CORRECT (SEE REFTEL) AND IF IMPORT COSTS CONTINUE 
TO RISE, IT LIKELY THAT FMG WILL BE HARD PUT TO MAINTAIN 
RESERVES EQUIVALENT TO SIX MONTHS IMPORT COSTS BY END OF FIS- 
CAL YEAR IN MARCH 78. INCREASED CAPITAL BUDGET WILL PUT 
ADDITIONAL STRAIN ON RESERVE LEVELS. INFUSION FOREIGN LOAN 
CAPITAL WOULD RELIEVE PRESSURE AT LEAST OVER SHORT RUN, BUT SO 
FAR EMBASSY HAS NO KNOWLEDGE OF ANY LOANS EXCEPT RECOMMENDED 
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AGRICULTURAL LOAN PACKAGE BY WORLD BANK IN DOLLARS 100 
MILLION RANGE. EVEN IF LOANS SOON FORTHCOMING, INFLATIONARY 
IMPACT SHOULD BE STRONG. 
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